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Abstract 

This study aimed at explaining the determinants of investment expenditure in 

Sudan by using Auto-Regressive Distributed Lag Model (ARDL) during the 

period 1980-2015 by identifying; the most important determinants of the 

investment expenditure, its contribution to the national economy and adopting the 

mathematical and econometric models to build an econometric model for the 

investment expenditure appropriately to conditions and situations in Sudan 

through selecting the investment expenditure as an dependent variable in addition 

to other independent variables such as (Gross Domestic Production GDP, 

Inflation Rate, Real Financing Cost, Exchange Rate, Banking Financing, 

Economic Liberation Policy). The Doky Fuller test (ADF) was used to identify to 

what extent the variables are stable at the first level and difference, which showed 

that the variables were stable at first level and difference, therefore, the boundary 

test was used through the (ARDL) method to integrate the variables over time and 

there was a long-term integration of variables. Accordingly, the appropriate 

model to the estimation is the (ARDL) model. The study concluded the following 

findings: The study results showed that the investment expenditure at the short 

term is not affected by the economic activity and that was indicated by GDP, 

while the long term results showed that GDP influences the investment 

expenditure. There are influences for each of exchange rate, bank financing and 

policy of economic liberation variables on the investment expenditure at both 

long and short term. The financing cost variable influences the investment 

expenditure only at long term and does not influence at short term. The inflation 

rate variable does not influence the total investment at the long-term while 

influences it at the short term. Based on the above mentioned findings, the study 

recommended the following: Attention should be paid to building of models in 

econometric studies and that should be explained according to the theory of 

economics step by step to avoid non-causal relationships, considering 

characteristics of the developing countries when building models and analyzing. 

A real financing cost should be determined commensurate with the prevailing 

inflation rate and including the managerial cost of investment processes.  
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